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“Any society that needs disclaimers has too many lawyers”
- Anonymous (or they weren’t game enough to put their name to it)

General Advice Warning:
The information in this book is intended to be general in nature and is not personal 
financial product advice. It does not take into account your objectives, financial situation 
or needs. Before acting on any information, you should consider the appropriateness 
of the information provided and the nature of the relevant financial product having 
regard to your objectives, financial situation and needs. In particular, you should seek 
independent financial advice prior to making an investment decision (including a 
decision about whether to acquire or continue to hold) about a financial product.

Disclaimer:
Every effort has been made to ensure that this book is free from errors or omissions. 
However the Publisher, Author or their respective employees or agents shall not accept 
responsibility for any loss or damage to any person acting or refraining from action as 
a result of material in this book whether or not such a loss or damage is any way due 
to negligent act or omission, breach of duty or default on the part of the Publisher, the 
Author, or their respective employees or agents.

All information in this book has been obtained by the author solely from his own 
experiences and is provided as general information only. Legislation and lenders credit 
policies change so often so please keep this in mind as you read this book.

Authors Notes: 
I think in current times there are too many disclaimers, they just foster the idea that 
people don’t need to think for themselves or take responsibility for their own actions. If 
you are reading this book please take responsibility for your own actions and decisions. 
And remember if it smells like it’s too good to be true then it probably is. Don’t get 
sucked into any get rich quick schemes, it can happen but it’s often more by luck than 
good planning.
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Introduction
Choosing a home or investment property is one of the largest financial 

decisions you’ll make, and I believe firmly that you need real, actual help 

during the process, rather than someone just trying to sell you a product.

The idea behind this book is to highlight the importance of getting the right 

advice at the right time.

The total interest payable on a $300,000 mortgage can cost in the range of 

$200,000 to $500,000 over the life of a loan. We would all agree that this 

is a substantial amount of money. Consequently, a small percentage saving 

can equate to a huge amount in dollar terms. Hundreds and thousands of 

people in Australia are throwing their money away by choosing the wrong 

mortgage! You can easily half the cost of your mortgage. Sounds impossible? 

It’s not that hard when you know how. All it takes is 2 easy steps:

1. Get the best mortgage! This really means getting the best structure, 

having flexibility and of course a great interest rate.

2. Repay as much as you can, as often as you can.
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I will show you how to achieve step number one in this book. But step 

number two is all up to you! To achieve step number two you have to:

1. Set realistic financial goals. It is commonly said that ‘he who aims 

at nothing will always achieve that aim with remarkable accuracy’. 

In simple terms – if you don’t set a target you won’t know what to 

aim for.

2. Prepare a financial budget that will allow you to achieve those goals.

3. Most importantly, be disciplined. Stick to your budget.

There are many books, websites, and professionals that can give you a 

wealth of information about personal budgeting.

Now back to step number one… Getting the Best Mortgage!

Here are the 7 proven steps which guarantee that you will choose the best 

mortgage.

Enjoy the read and feel free to give me a call if you have any questions.



DON’T BE BLINDED 
BY FEES

1.

Chapter One
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You Must Consider All Costs – Look at the big picture.

Many people just focus on fees. They commonly state that they don’t 
want to pay an application fee or ongoing fees. Whilst it’s important to 
minimise fees, it is also important to pay equal, if not more, attention 
to the interest rate. The common cost features of home loans are:

• Interest rate.
• Application fee.
• Settlement fee.
• Ongoing fees.
• Break fees (I will discuss break fees separately in chapter 2).

Here are some of the marketing tricks that the banks use:

• Do not charge application or ongoing fees, but charge a higher 
interest rate.

• Advertise very low application fees, but charge a substantial 
settlement fee. The only real difference between these 
fees is the name. Both are normally charged on settlement 
of the loan. Be careful...  ensure you are aware of all fees.  
All lenders have to 
disclose all fees 
in the loan offer 
documents by law. 
If it’s not in the 

Chapter 1 - Don‘t be blinded by fees
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loan documents, then they can’t charge it. Therefore read 
your loan documents carefully.

• Offer a very low ‘honeymoon’ interest rate and then charge 
a higher interest rate at the expiration of the ‘honeymoon’ 
period.

• Don’t be fooled by the claims made by some banks about line 
of credit products. Some banks advertise that line of credit 
products can save borrowers a huge amount (e.g. pay your 
loan off 11 years earlier). These savings are mostly generated 
by extra repayments that the banks assume you will be making. 
However, the ability to make these savings is not limited to 
line of credit products. Extra repayments can be made with 
most variable rate loans.

Chapter 1 -  Don‘t be blinded by fees
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The best way to compare loans is to calculate the total cost of each 
loan and express that cost as a percentage (commonly referred to 
as an Annual Average Percentage Rate (“AAPR”). In my opinion, it’s 
more meaningful to calculate AAPR’s over 3 or 5 year period rather 
than the life of a loan. The reason for this is your circumstances are 
more than likely to change within this period and you are unlikely to 
have this loan for the next 30 years (refer to Chapter 4). An example 
of how to calculate a 3 year AAPR for a loan of $300,000 is set out 
below:

This method of comparison ensures that all upfront (no matter what 
the lenders call them i.e. application, settlement, legal, valuation) 
and ongoing fees and interest rates are compared in light of the loan 
balance.

Chapter 1 -  Don‘t be blinded by fees

All Fees Year 1 Year 2 Year 3

Application fee $600 - -

Settlement fee $200 - -

Ongoing fees (p.a.) $120 $120 $120

Total $920 $120 $120

Fees as a percentage of the loan value 0.31% 0.04% 0.04%

Add interest rate 6.00% 6.00% 6.00%

Total cost 6.31% 6.04% 6.04%

Average Cost Over 3 Years 6.13% 
(6.31% + 6.04% + 6.04%) / 3) = 3 Year AAPR
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Some tips:

• Consider the professional packages that are offered by 
most lenders (note that these are not limited to particular 
professions as the name suggests – they are available to 
people who borrow more than $150,000). These are not often 
advertised, so you have to specifically ask for them.

• If you do not qualify for a professional package then consider 
a basic variable product over the banks standard variable rate 
loans.

Chapter 1 -  Don‘t be blinded by fees



BREAK FEES – 
THE UGLY PART 

OF A MORTGAGE

2.

Chapter Two
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Break fees (or early repayment fees) are generally the most insidious 
feature of a mortgage. Often borrowers’ failure to consider these fees 
before committing to a mortgage ends up costing them in the long 
run.

Break fees – variable rate loans

As of July 2012 the Federal government legislated to get all lenders to 
remove any break fees from their variable rate products. However as 
with all loans there is still “Discharge Costs” that the lenders are able 
to charge and these fees can range from $200 to $500.

Break fees – fixed rate loans

Break fees are payable if borrowers repay, refinance or re- structure a 
mortgage during a fixed rate period. All lenders charge these fees in 
relation to fixed rate loans. This is the most significant disadvantage 
of fixed rate mortgages.

It is often very difficult for borrowers to weigh up the non-financial 
and financial pros and cons of fixed interest rate mortgages. The 
most important non-financial benefit of fixed rate mortgages in the 
certainty of repayments and being protected from future interest 
rate increases. This benefit should be considered by all borrowers in 
light of their personal circumstances. As such, I will only discuss the 

Chapter 2 - Break Fees – The ugly part of a mortgage
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financial pros and cons of fixed rate mortgages.

The most compelling argument against fixed rate mortgages is that 
lenders consider the likelihood of future interest rate movements 
when setting fixed rates. Therefore, if a lender offers you a fixed rate 
of 6% for three years then the lender believes they will make money 
out of you. By accepting a fixed rate you are taking the opposite view 
of the lender and its chief economist (i.e. you think that you will be 
better off locking in your rate).

However as with all things lending there are always exceptions in the 
cycle, we are currently seeing some fixed rates at 100 year lows, so 
when we start seeing fixed rates under 5%, it is worth considering at 
least for some of your loan.

Chapter 2 - Break Fees – The ugly part of a mortgage



FLEXIBILITY

3.

Chapter Three
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The two major factors that impact your flexibility are:

1. Being able to switch mortgage products for a better deal 
without incurring major fees; and

2. Being able to repay as much as you want, when you want.

Generally, most variable interest rate products allow borrowers to 
make extra repayments without penalty.

The majority of fixed rate products restrict the amount of extra 
repayments a borrower can make. This is another major disadvantage 
of fixed rate products. However, there are a very small number of 
lenders (2 I can think of) in the market that will allow unlimited extra 
repayments without penalty during fixed rate interest periods.

The reason lenders restrict extra repayments during a fixed rate 
period is because they often hedge their interest rate exposure in 
the market based on the fact that your loan will be at a certain level 
during the fixed rate period. Allowing you to repay a large portion 
of your loan may shift the bank into an unprofitable hedge position. 
In simple terms, lenders insure themselves on the assumption that 
your loan will not vary significantly during the fixed rate period. If 
your loan amount decreases dramatically then they have over insured 
and wasted their money (and we know how the banks hate losing 
money).

Chapter 3 - Flexibility



THINK 
LONG TERM

4.

Chapter Four
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I can’t stress enough how important 
it is to assess and compare mortgages 
not just over the short term but also 
try and consider your longer term 
plans.

Generally, the most appropriate 
time frame to compare mortgages 
is around 5 years. Any less than 
3 years is neither economical nor 
realistic given the costs associated 
with establishing and discharging 
mortgages. Any term longer than 
6 years is not sensible as it is very 
difficult to forecast your own financial situation beyond 6 years let 
alone forecast whether your lender will still be competitive in the 
market over this time. The average life of a mortgage in Australia is 
approximately 5 years.

A very good example of how markets can change is provided by the 
changes in mortgage market in the past 25 years. Before 1990’s the 
Big 4 banks had a virtual monopoly over the residential mortgage 
market. This meant that they could charge large margins above the 
RBA rate. With the deregulation of the banking industry and the 
introduction of new mortgage managers entering the market, the Big 
4’s margin was squeezed to as little as 1.75% by 1997. 

Chapter 4 - Think long term
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In summary, in the early 1990’s the Big 4 banks had no competitors 
and charged higher interest rates By the mid 1990’s, it was the new 
independent mortgage managers that were offering the best deals, and 
now the Big 4 banks have responded by providing ultra-competitive 
mortgage products. What’s next? More mergers? International banks 
setting up in Australia? Who knows!

With such a dynamic market borrowers MUST be very careful not 
to lock themselves to one lender for an extended period of time. I 
suggest selecting the best loan for the next 4 to 6 years with a view 
to reviewing your mortgage product again after this period.
 

Chapter 4 - Think long term



DEPOSIT 
REQUIRED

5.

Chapter Five
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When it comes to buying a home in most cases you can borrow up to 
95% of the property value.

However in the Australian 
market when you borrow more 
than 80% of a property’s value 
you will be liable to pay lenders 
mortgage insurance (“LMI”). 
LMI essentially insures the lender 
against the potential shortfall 
between the outstanding loan 
value and the realisable value of 
the security should the borrower 
default on the loan. LMI does not protect you, the borrower, in any 
way. This is a one off cost that can be added to your mortgage. The 
cost of LMI can range from 1% to over 4.0% of your loan amount (so 
it’s not cheap).

Obviously the less you borrow, the less interest you will pay over 
the life of a loan. Consider the example where LMI costs $9,000. 
Increasing your loan by $9,000 will cost you an additional $10,000 
in interest over the life of the loan. Therefore, paying LMI has set you 
back over $19,000 (being the insurance and interest costs). This is a 
bit of a crude example but it does demonstrate that you are better 
off to defer a purchase and save more deposit to avoid LMI where 
possible.

Chapter 5 - Deposit required
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We do understand that sometimes you just need to move forward 
without the deposit to avoid LMI so in that case it is possible to borrow 
up to a max of 95% if required and in some cases we can add the LMI 
cost to the loan (subject to max LVR restrictions).

You will also find with a number of lender the bigger the deposit the 
better the interest rates you are able to negotiate.

Chapter 5 - Deposit required



CONSIDER OTHER 
BANKING COSTS

6.

Chapter Six
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When you are looking to borrow money for a new home it is a good 
opportunity to look at your total banking needs as with some lenders 
they have packages that can include special deals on your everyday 
banking accounts, credit cards etc.

This tip is not applicable to all borrowers. For example, if you are in 
the market for a “set and forget” interest only investment loan then 
you really don’t need any banking network.

However, if you are looking for a residential loan with some more 
features then you may be able to save on other banking fees.

Chapter 6 - Consider Other Banking Costs
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Some points to note are:

Lenders will generally waive transaction account keeping fees if you 
have a mortgage and/or have your salary directly deposited into your 
mortgage or transaction account.

Some banking or loan packages (often referred to as professional 
packages) offer other benefits such as:

• No loan establishment fees and ongoing mortgage fees
• No annual credit card fee
• Unlimited free transactions (e.g. ATM, EFTPOS, etc.) excluding 

‘other’ bank ATM’s fees
• Home insurance discounts (normally around 5% to 10%)
• Special deposit rates
• Special personal loan interest rates
• Free financial planning advice
• Numerous other benefits.

These small savings add up for high transaction customers and should 
be considered where appropriate.

Chapter 6 - Consider Other Banking Costs



NO SUCH THING AS A 
DUMB QUESTION

7.

Chapter Seven
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Now you have got this far you know what things to look out for when 
searching for a mortgage. But remember now is the time to ask all the 
possible questions you may have and there is no such thing as a dumb 
question.

Here are some tips:

Whilst I’m sure all lenders spend a lot of time and effort to train staff, 
you must be aware that I have experienced poorly trained staff on 
many occasions at many lending institutions. This often results in 
misinformation about particular products. Therefore do not accept 
critical information on a verbal basis. Always ask for product interest 
rates, fees, charges, etc to be documented in writing. 

Chapter 7 - No such thing as a dumb question
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Then you MUST compare these documents to the loan contact. 
Whatever is in the loan contact takes precedence.

• Ask direct questions and give examples. At the end of the day 
the banks staff are employed to sell you their products. Whilst 
I’m not suggesting that these staff would be intentionally 
misleading, I have had experiences where they may not have 
painted a complete picture. For example, instead of asking 
“Are there any break 
costs with this product?” 
ask “If I paid out this loan 
in full in the next two 
years what fees would 
I have to pay?”. In my 
experience, these two 
questions produced two 
different answers.

• Be careful with surfing the Internet. Not all of the lenders 
products are advertised on their websites. In fact, lenders 
rarely advertise their professional packages on the Internet.

Also, be careful with third party comparison tables. Often, they 
don’t compare apples with apples. For example, they may compare 
a standard variable rate loan for one lender with a basic variable loan 
from another lender. I see this so often, there is a current bank that 

Chapter 7 - No such thing as a dumb question
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is advertising we are cheaper (and have been for years) than the 
standard variable rate of the big 4 banks, they are not comparing 
apples with apples.

Ask around. Often your colleagues, friends and family members have 
already been through this process. Find out which lender (or broker) 
they chose and why. They might be able to give you an indication of 
the lender’s service and administrative abilities.

Be very wary of deals that sound too good to be true – because often 
they are! Lenders are continually finding new and different ways to 
market their products.

Chapter 7 - No such thing as a dumb question



THE FINAL WORD

Conclusion
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This book will put you 10 steps in front of other borrowers and will 
hopefully put you 2 or 3 steps in front of the lenders.

If you consider the 7 points discussed in the previous chapters and 
do enough research, I guarantee that it should result in identifying 
the best mortgage for your circumstances. Coupled with “pay more, 
more often” should result in saving hundreds of thousands.

An excellent way of saving time is to use the services of a professional 
mortgage broker. Mortgage brokers have ready access to information 
on the products offered by a number of lenders. Whilst mortgage 
brokers are not a complete substitute for your own analysis they can 
save you hours of research time. Choosing a mortgage broker can be 
difficult. Here are some tips:

• Make sure they have a panel of at 
least 20 lenders (we have over 33).

• Find out how they compare and 
rank loans (we look at the true 
cost of all the your loans including 
interest rates, set up fees and 
ongoing costs).

• Make sure you get something in 
writing (we give all our clients a full 
written comparative report which 
is ideal as it allows you to take it 
away and digest the information).

Conclusion - The final word
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• Consider the mortgage brokers background and experience. 
Do they have enough financial aptitude to critically analyse 
mortgage products? (We have over 19 years’ experience and 
specialise in residential lending).

• Commission disclosure, membership of the Mortgage & 
Finance Association of Australia (MFAA), all go towards 
building a professional and trusting relationship. (Included in 
our report we disclose all commissions we receive and we are 
a full member of the MFAA).

You now have all the information you need. Good luck with finding 
the best mortgage. I hope you don’t have it for too long.

I wish you all the best for the future.

Anton Clarke
Director
Loan Smart

Conclusion - The final word
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AAPR (Annual Average Percentage Rate) 
This rate reflects the total cost of your loan.

Application fee 
A fee paid by a borrower to cover the costs of processing a loan and 
mortgage. 

Certificate of Title 
A document that details the ownership and land dimensions of a 
property and lists any encumbrances on it.

Conveyancing 
The process of legally transferring property ownership from the 
seller’s name to the buyer’s name.

Credit Reference or Credit Report      
Before approving a loan, most lenders will require a credit report 
on the borrower. Credit reports are prepared by authorised credit 
reporting agencies, such as the Baycorp Advantage Ltd. The report 
sets out the credit history of the borrower. The Lender must get the 
borrower’s permission in writing before obtaining a credit report.

Default
Failure to make a loan repayment by a specified date.

Glossary
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Early Repayment Penalty or Break Fees
If a loan is repaid before the end of its term, lenders may charge an 
early repayment fee.

Fixed Interest Rate
You can choose to “lock in” your interest rate for a specific period, 
for example, for 1, 2, 3, 5, or 10 years. Lenders may charge a fee if 
you “break” this period, so it is important to ask the lender if any fees 
apply.

Guarantee
A promise to meet the obligations of a third party if that third party 
defaults. Lenders in some circumstances may require a guarantee.

Guarantor
This is the person giving the guarantee.  Most lenders will require 
the guarantor to get legal and financial advice before giving the 
guarantee.

Honeymoon Rate
Some lenders offer a “discount” or introductory rate for a short period 
of time, say a year, to entice you to take out a loan with them. At the 
end of the “honeymoon” period, the interest rate normally reverts to 
the lender’s standard variable rate.

Glossary
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Interest-Only Loan
Under  an  interest-only  loan,  usually  the  borrower  makes  no  
principal  repayments. The repayments are for the amount of interest, 
which has accrued on the loan, which is paid monthly in arrears.

Loan Agreement
The contract between the lender and the borrower, which sets out 
the conditions that apply to your loan. It is important that you read 
the agreement carefully, and wise to get legal and financial advice, 
before you enter into the loan.

Loan to Value Ratio (LVR)
This is the measure of the amount of the loan compared to the value 
of the property. For example, if you have borrowed $160,000 and 
your property is valued at $200,000, the LVR would be 80%.

Lenders Mortgage Insurance
Lenders Mortgage  Insurance is insurance  taken  out  against  the  
borrower to protect  the lender  against  default. It is important to 
understand that lenders mortgage insurance does not provide you, 
the borrower, any form of protection.  If the loan is in default, you may 
still be required to meet any shortfall between the amount owed to 
the lender and the amount received from the sale of your property.

Mortgage
Security over property given to the lender for the repayment of the 
loan.

Glossary
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Mortgage & Finance Association of Australia (MFAA)
Industry body for the mortgage industry.

Mortgagee
The  lender  of money,  and  the  party  who  has  the  benefit  of the  
mortgage over your property.

Mortgagor
The borrower.

Principal & Interest Loan
This is the  most  popular  type  of loan where  you repay  a portion  
of the principal and the accrued interest  over the term of the loan by 
regular instalments.

Redraw Facility
A facility where you can access (or “redraw”) the extra repayments 
that you have previously made.

Refinancing
This means that you switch your loan from one lender to another. 

Security
An asset used to guarantee a loan.

Glossary
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Settlement
Is the completion of the sale or purchase of a property. When the  
final payments  are made  at settlement, the  lender  will receive  the  
signed  transfer  and  the  mortgage. The lender will hold the title 
deeds and the mortgage until the loan is repaid. The keys to the 
property are either handed over at settlement, or picked up from the 
estate agent immediately following settlement.

Settlement Date
Specific date at which buyer is to take possession of property upon 
finalising payment.

Stamp Duty
Stamp duty is a state government tax which is payable when a 
property is sold. Stamp duty is calculated on the purchase price of 
the property and is paid by the buyer. Each state and territory has a 
different rate of duty.

Term
The length of a loan or a defined period within that loan. The normal 
term of a mortgage is 25 to 30 years.

Valuation
A professional opinion of the value of a property.

Glossary
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Variable Interest Rate
This is a fluctuating rate of interest charged by lenders. Variable 
interest rates change as official market interest rates rise and fall.

Vendor
The seller of a property. 

Glossary
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Contact Anton
I hope this book has given you some idea as to the important points 
to think about when it comes to financing your property purchase.
Buying a home or investment property is one of the most significant 
financial investments you will ever make. Making the right decisions 
at the right time is vital during the buying process.

I have clients located not only around Australia but also many Expats 
located overseas. If you think I can help I would love to hear from 
you as we are able to provide the helping hand, guidance, advice and 
create solutions for all your residential lending needs.

Anton’s Direct Mobile: +61 416 000 590
Office Phone: +61 7 5449 1116
Office Fax: +61 7 5302 0705
Direct Email: anton@loansmart.com.au
www.antonclarke.com.au
www.loansmart.com.au
www.australianexpathomeloans.com.au

Sunshine Coast Lending Suite:
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Postal Address: 
Loan Smart, PO Box 1155, Noosaville DC Qld 4566
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Choosing the right Loan Structure for your 
Investment Property - IT’S NOT ROCKET SCIENCE 
This book is essential reading for the first time property investor 
right through to the experienced investor who wants to make 
sure they have their existing loans structured correctly. Becoming 
wealthy is a process that does not happen by chance. Loan 
structure will influence many things and this book covers them all. 
It’s a must read for all property investors.

Trouble free borrowing for Australian Expats
IT’S NOT ROCKET SCIENCE 
Obtaining a mortgage is complicated even in the best of 
circumstances. The average Australian living within the country’s 
borders can encounter any number of pitfalls during the process. 
So for Australians living and working abroad, the process of 
securing a home loan can becomes a nightmare if the proper 
steps are not taken. Here are the proven steps which guarantee 
you will end up with the best mortgage.

Other books 
available....

Borrowing inside your SMSF to invest in property
IT’S NOT ROCKET SCIENCE
In September 2007, the Howard government made one of the 
most significant changes to the superannuation legislations 
in perhaps the past 20 years. This change created a number 
of excellent financial planning opportunities that all astute 
property investors must be aware of. This book sets out how 
property investors can take full advantage of the superannuation 
borrowing rules to maximise wealth.
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7 Proven Steps To Getting 
The Best Home Loan
IT’S NOT ROCKET SCIENCE

Purchasing a home or investment property is one of the largest 
financial decisions you will make and this book is essential reading for 
anyone that is needing to finance their purchase. 

Hundreds and thousands of borrowers in Australia are throwing their 
money away by choosing the wrong mortgage. In this easy to read 
book Anton covers the following topics:

• Tips and tricks used by lenders
• Fixed Rates V’s Variable Rates
• Consider all the costs it’s not just about the interest rate
• What questions to ask your lender or mortgage broker

Anton Clarke is a lending specialist, property investor 
and founder of Loan Smart and Australian Expat Home 
Loans. His in-depth knowledge comes from more than 
18 years in the industry. Anton can speak from personal 
experiences on the market and residential lending trends. 
Anton has been regularly called upon to comment in 
the media about the mortgage and property markets.

$9.99 AUD


